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CONFIDENTIAL LAGOS 6193 

E.O. 11652: GDS 
TAGS: ENRG, NI 

SUBJECT: NIGERIAN OIL: PARTICIPATION TALKS WITH MOBIL AND GULF 
CONTINUE 

1. GULF AND MOBIL PERTICIPATION TALKS WITH FMG CONTINUING 
BUT AGREEMENT NOT RPT NOT YET IN SIGHT. FMG SEEKING 
STIFFER TERMS THAN THOSE AGREEDED WITH SHELL/BP AND COM- 
PANIES RESISTING. 

2. GULF AND MOBIL MANAGERS RELUCTANT TO DISCLOSE DE- 
TAILS OF NEGOTIATING SITUATION. HOWEVER, THEY HAVE 
INDICATED TO US THAT FMG TRYING TO EXACT TERMS THAT 
DIFFER SIGNIFICANTLY FROM THOSE IN PARTICIPATION AGREE- 
MENT INITIALLED WITH SHEET ./BP TWO MONTHS AGO. WE UN- 
DERSTAND MAIN DIFFERENCES ARE THAT FMG PROPOSING HIGHER 
LEVEL INITIAL PARTICIPATION (PROBABLY 40 PERCENT) AND 
ALSO PROPOSING TO MAKE AVAILABLE TO COMPANIES UNDER 
BUY-BACK ARRANGEMENTS SIGNIFICANTLY LOWER PERCENTAGE 
OF PARTICIPATION CRUDE. APPARENTLY AFTER TRANSITIONAL 
PERIOD OF THREE YEARS FMG WANTS TO RETAIN BULK OF PAR- 
TICIPATION CRUDE FOR ITSELF. 

3. FMG REPORTEDLY ARGUING THAT CIRCUMSTANCES HAVE 
CHANGED SINCE SHELL/BP AGREEMENT INITIALLED (AND IM 
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PLICATION SEEMS TO BE THAT IF DIFFERENT TERMS EXACTED 
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FROM GULF AND MOBIL THERE COULD BE GROUNDS FOR RENE- 
GOTIATION WITH SHELL/BP). GULF AND MOBIL APPARENTLY 
ARGUING THAT IN EQUITY AND IN CONSIDERATION SUBSTAN- 
TIAL PAST AND PLANNED INVESTMENTS THEIR TERMS SHOULD 
PARALLEL SHE] LL/BP'S. 

4. GULF AND MOBIL CURRENTLY HOPEFUL THEIR ARGUMENTS 
WILL PREVAIL BUT ALTHOUGH NEGOTIATIONS PROCEEDING COR- 
DIALLY AND CORRECTLY FMG CONTINUING TO INSIST ON ITS 
PROPOSALS. 

5. COMMENT: REVELATION OF EVEN THESE PARTIAL DISCLO- 
SURES COULD EMBARRASS GULF AND MOBIL MANAGERS WITH THEIR 
LONDON AND U.S. OFFICES. PLEASE PROTECT. 

REINHARDT 
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